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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’'s unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.

The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves alt invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)
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Independent Auditors’ Report

Board of Commissioners
Oceana County
Hart, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Oceana County, Michigan, as
of and for the year ended December 31, 2006, which collectively comprise the basic financial statements of |
the County’s primary government as listed in the table of contents. These financial statements are the
responsibility of the County’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.  An - audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principies used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

As described in Note 1, the County's policy is to prepare its government-wide financial statements on the
modified cash basis of accounting and to prepare its fund financial statements on the cash basis of
accounting, both of which are a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

The financial statements referred to above do not include financial data for the County’s legally separate
discretely presented component units. Accounting principles generally accepted in the United States of
America require the financial data for those discretely presented component units to be reported with the
financial data of the County’s primary government unless the County also issues financial statements for the
financial reporting entity that include the financial data for its component units. The County has not issued
such reporting entity financial statements.

In our opinion, because of the omission of the discretely presented component units, as discussed above,
the financial statements referred to above do not present fairly, in conformity with accounting principles
generally accepted in the United States of America, the financial position of the aggregate discretely
presented component units of Oceana County as of December 31, 2008, or the changes in financial position
thereof for the year then ended.

WILLIS & FK, P.C. )
Ny :J, 8 &: jURASEKs P.C Phone Number: (517) 788-8660
£ Spring Arbor Road Fax Number: (517) 788-9872
Suite 200 E-Mail: willis@willispc.com

i P L S
Jackson, MI 49203-3690 Web site: wwwwillispc.com
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Board of Commissioners
Oceana County

Further, in our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position - modified cash basis of the governmental activities and the business-type
activities of Oceana County, Michigan, as of December 31, 2006, and respective changes in financial
position — modified cash basis, thereof for the year then ended in conformity with the basis of accounting
described in Note 1 and the respective financial position — cash basis of each major fund, and the aggregate
remaining fund information of Oceana County, Michigan, as of December 31, 2006, and the respective
changes in financial position — cash basis, thereof for the year then ended in conformity with the basis of
accounting described in Note 1.

Oceana County, Michigan has not presented the Management’s Discussion and Analysis that accounting
principles generally accepted in the United States of America have determined is necessary to supplement,
although not required to be part of, the financial statements.

The budgetary comparison information on page 27 is not a required part of the financial statements but is
supplementary information required by accounting principles generally accepted in the United States of
America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated June 18, 2007,
on our consideration of the County's internal control over financial reporting and our tests of its compliance
with laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the resuits
of that testing and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in conjunction with this report in considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the primary government financial statements
taken as a whole. The combining and individual fund financial statements and schedules listed in the table
of contents are presented for purposes of additional analysis and are not a required part of the financial
statements of Oceana County, Michigan. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and, in our opinion, is fairly stated in all material respects in
relation to the primary government financial statements taken as a whole.

Lo Uu}m e 7 Witk M.
Willis & Jurasek, P.C.

June 18, 2007



Oceana County, Michigan
Statement of Net Assets
Modified Cash Basis
Primary Government Only
December 31, 2006

Primary Government

Business-
Governmental Type
Activities Activities Total
Assets:
Cash and investments $ 4,439,056 % 325,643 § 4,764,699
Current taxes receivable 5,793,191 - 5,793,191
Delinquent taxes - 1,158,752 1,158,752
Receivables from other governmental units to service bond debt 3,445,000 - 3,445,000
Internal balances 31,200 - 31,200
Capital assets less accumulated depreciation of $6,044,432 13,518,218 - 13.518,218
Total assets 27,226,665 1,484,395 28,711,060
Liabilities:
Other liabilities 67,398 - 67,398
Deferred property taxes 5,793,191 - 5,793,191
Long-term liabilities:
Bonds payable, due within one year 585,000 - 585,000
Other obligations, due within one year 86,510 945,000 1,031,510
Bonds payable, due in more than one year 7,966,000 - 7,966,000
Other obligations, due in more than one year 196,997 - 196,997
Total liabilities 14,695,096 945,000 15,640,096
Net Assets:
Investment in capital assets - net of related debt 8,128,711 - 8,128,711
Restricted for debt service 457,735 - 457,735
Restricted for construction 161,084 - 161,084
Unrestricted 3,784,039 539,395 4,323,434
Total net assets $ 12531569 % 539,395 § 13,070,964

See Notes to Financial Statements.
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Oceana County, Michigan
Reconciliation of Fund Balances on the Balance Sheet (Cash Basis) of Governmental Funds
to Net Assets of Governmental Activities on the Statement of Net Assets (Modified Cash Basis)
December 31, 2006

Total Fund Balances - Governmental Funds $ 4,402,858

Amounts reported for governmental activities in the Statement
of Net Assets are different because:
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.

The cost of the capital assets is $ 19,562,650
Accumulated depreciation is (6,044,432)
13,518,218
Other long-term assets are not available to pay for current period
expenditures and therefore are not recorded in the funds.
Add - long-term receivable from municipalities to service future bond principal 3,445,000
Long-term liabilities not due and payable in the current period
and not reported in the funds:
Bonds payable (8,551,000)
Notes payable (283,507)
Total Net Assets - Governmental Activities $ 12,531,569

See Notes to Financial Statements.



Statement of Revenues, Expenditures, and Changes in Fund Balances
Cash Basis

Oceana County, Michigan

Governmental Funds
Year Ended December 31, 2006

Other Total
Medical Care Revenue Senior Governmental Governmental
General Facility Sharing Ambulance __Citizens Tax Funds Funds
Revenues:
Taxes $ 4,481,461 $ 2,027,961 $ 1,409,139 $ 829,000$% 621,758 454519 $§ 9,823,847
Licenses and permits 52,338 - - - - - 52,338
Intergovernmental 1,169,599 - - - - 2,208,580 3,378,179
Charges for services 1,079,712 10,405,935 - 779,122 - 1,916,359 14,181,128
Fines and forfeitures 9,933 - - - - - 9,933
Interest and rents 196,798 14,442 - - - 13 211,253
Contributions from local units - - - - - 475,773 475,773
Other 215,199 - - - - 141,505 356,704
Total revenues 7.205,040 12,448,338 1,409,139 1.608.131 621,758 5.196.749 _ 28.489.155
Expenditures:
Current operations:
Legislative 156,839 - - - - - 156,839
Judicial 1,279,181 - - - - 28,376 1,307,557
General county government 2,459,292 - - - - - 2,459,292
Public safety 3,119,020 - - - - 1,243,472 4,362,492
Public works 171,529 - - - - - 171,529
Heaith and welfare 40,737 12,343,057 - 1,537,114 615,596 2,845,812 17,382,316
Culture and recreation - - - - - 56,265 56,265
Other 682,159 - - - - 23,843 706,002
Capital outlay - - - - - 113,873 113,873
Debt service:
Principal - - - - - 555,000 555,000
Interest and fiscal charges - - - - - 354 .966 354,966
Total expenditures 7.908.757 12,343,057 - 1.537.114 615,596 5,221,607 _ 27.626.131
Revenues Over
(Under) Expenditures (703,717) 105,281 1.409.139 71,017 6,162 (24,858) 863,024
Other Financing Sources (Uses):
Transfers in 961,397 - - - - 505,423 1,466,820
Transfers (out) (280.548) - (461.397) - - (224 .875) (966,820)
Total other financing
sources (uses) 680,849 - (461,397) - - 280,548 500.000
Net Change in Fund Balances (22,868) 105,281 947,742 71,017 6,162 255,690 1,363,024
Fund Balances -
Beginning of Year 43,627 9.543 1,003,169 128,529 2,250 1.852.716 3.039,834
Fund Balances - End of Year $ 20,759 $§ 114824 % 1950911 $ 199546 $ 8412% 2108406 $ 4.402858

See Notes to Financial Statements.



Oceana County, Michigan
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds (Cash Basis) to the Governmental Activities on the Statement of Activities
(Modified Cash Basis)
Year Ended December 31, 2006

Net Change in Fund Balances - Total Governmental Funds $ 1,363,024

Amounts reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the
Statement of Activities, these costs are allocated over their estimated
useful lives as depreciation.

Depreciation expense $ (880,175)
Capital outlay 838,852
(41,323)
Add net effect of principal recognized as revenue at fund level for
long-term receivable collection (310,000)
Bond proceeds are reported as financing sources in governmental funds
and thus contribute to the change in fund balance. In the Statement of Net
Assets, however, issuing debt increases long-term liabilities and does not
affect the Statement of Activities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the liability in the
Statement of Net Assets.
Notes issued (348,939)
Repayments:
To bond holders 569,000
Notes payable 102,709
322,770
Change in Net Assets of Governmental Activities $ 1,334,471

See Notes to Financial Statements.



Current Assets:
Cash and cash equivalents
Delinquent taxes receivable
Total current assets

Current Liabilities:
Notes payable

Net Assets:
Unrestricted
Total net assets

See Notes to Financial Statements.

Oceana County, Michigan
Statement of Net Assets
Modified Cash Basis
Proprietary Funds
December 31, 2006

Delinquent
Tax
Revolving
Fund

$ 325,643
1,158,752
1,484,395

945,000

539,395
$ 539,395



Oceana County, Michigan
Statement of Revenues, Expenses and Changes in Net Assets
Modified Cash Basis
Proprietary Funds
Year Ended December 31, 2006

Delinquent
Tax
Revolving
Fund
Operating Revenues:
Interest and penalties on delinquent taxes $ 392,188
Operating Expenses:
Interest expense 78.879
Total operating expenses 78.879
Operating Income (Loss) 313,309
Transfers:
Transfers (out) (500,000)
Total transfers (500,000)
Changes in Net Assets (186,691)
Net Assets - Beginning of Year 726,086
Net Assets - End of Year $ 539,395

See Notes to Financial Statements.
10



Oceana County, Michigan
Statement of Fiduciary Net Assets
Cash Basis
Fiduciary Funds
December 31, 2006

Agency
Funds
Assets:
Cash and cash equivalents $ 1,080,555
Total assets $ 1,080,555
Liabilities:
Undistributed penal fines $ 111,430
Other trust items payable 969,125
Total liabilities $ 1,080,555

See Notes to Financial Statements.
11



Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters

Oceana County was organized in 1855, and covers an area of approximately 1,296 square miles divided into
sixteen townships, six villages and one city. The county seat is located in the City of Hart. The County
operates under an elected Board of Commissioners (seven members) and provides services to its
approximately 26,873 (2000 census) residents in many areas including law enforcement, administration of
justice, community enrichment and development and human services.

Reporting Entity

Generally accepted accounting principles require the reporting entity to include Oceana County (the
primary government) and its component units, entities for which the government is considered to be
financially accountable. Blended component units, although legally separate entities, are, in substance,
part of the government’s operations and so data from these units are combined with data of the primary
government. Discretely presented component units, on the other hand, are reported in a separate column
in the government-wide financial statements to emphasize that they are legally separate from the primary
government. These financial statements present the following component units:

Blended Component Units

Oceana County Building Authority — The Oceana County Building Authority is governed by a five-member
board appointed by the County Board of Commissioners. Although it is legally separate from the County, the
Building Authority is reported as if it were part of the primary government because its sole purpose is to
finance and construct the County’s public buildings.

Discretely Presented Component Units

This report does not include the financial statements of the following component units, which should be
included as discretely presented component units to conform to generally accepted accounting principles.

Oceana County Drain Commission — Each of the drainage districts established pursuant to the Drain Code
of 1956 are separate legal entities with the power fo contract; to sue and be sued; to hold, manage, and
dispose of real and personal property; etc. The County Drain Commissioner has sole responsibility to
administer the drainage district established pursuant to Chapter 3 and Chapter 4 of the Drain Code.

The drainage board or drain commissioners, on behalf of the drainage district, may issue debt and levy
special assessments authorized by the Drain Code without the prior approval of the County Board of
Commissioners. The full faith and credit of the County may be given for the debt of the drainage district.

Oceana County Road Commission — The County Road Commission, which is established pursuant to the
County Road Law, is governed by an appointed three-member Board of County Road Commissioners. The
Road Commission may not issue debt or levy a tax without the approvai of the County Board of
Commissioners. If approval is granted, the Road Commission taxes are levied under the taxing authority of
the County, as approved by the County electors, and would be included as a part of the County’s total tax
levy as well as reported in the County Road Fund.

Also omitted from these statements is the Road Commission’s Deferred Compensation Trust (Trust and
Agency Fund), which holds and invests the Road Commission employee’s deferred compensation amounts.
The Road Commission is audited individually by other auditors.

12



Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Discretely Presented Component Units (Continued)

Oceana County Economic Development Corporation — The Economic Development Corporation (EDC),
which was established pursuant to the provisions of Public Act 338 of 1974, as amended, is governed by a
thirteen-person Board of Directors appointed by the County’s Board of Commissioners. The EDC may not
issue debt without the Board’s approval and administers a significant amount of federal economic
development grant money received by the County Board. The EDC is audited individually and is not included
in this report.

Complete financial statements of the individual component units, where reports are separately provided, can
be obtained from their respective administrative offices or from the County Administrator’s Office, P.O. Box
14, Hart, Michigan 49420. The telephone number is (231) 873-4835.

Administrative Offices

Oceana County Road Commission Oceana Economic Development Corporation
3501 West Polk Oceana County Courthouse Annex Building
Hart, Michigan 49420 Hart, Michigan 49420

Oceana County Drain Commission
Oceana County Courthouse Building
Oceana, Michigan 49420

Government-Wide and Fund Financial Statements

The government-wide financial statements include a Statement of Net Assets and a Statement of
Activities on all the non-fiduciary activities of the primary government. Most of the effects of interfund
activity have been removed from these statements. Governmental activities, which normally are supported
by taxes and intergovernmental revenues, are reported separately from business-type activities, which
rely primarily on user’s fees and charges for service.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identified with a
specific function or segment. Program revenues include 1) charges for services to customers or
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a specific
function or segment and 2) operating grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not properly
recorded among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported on the modified cash basis of accounting which
does not conform to generally accepted accounting principles. Revenues are recorded when received in
cash and expenses are recorded when paid. Property taxes are recognized as revenue in the year for
which they are levied.

Governmental fund financial statements are reported using the cash basis of accounting which does not

conform to generally accepted accounting principles. Revenues are recognized when received in cash
and expenditures are recorded when paid.
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Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Proprietary fund financial statements are reported using the cash basis of accounting which does not
conform to generally accepted accounting principles. Revenues are recognized when received in cash
and expenditures are recorded when paid.

The County reports the following major governmental funds:

General Fund — This fund is the government’s primary operating fund. It accounts for all financial
resources of the general government, except for those required to be accounted for in another fund.

Medical Care Facility Fund — This fund is used to account for funds raised for operating and maintaining a
long-term care facility.

Revenue Sharing Fund — This fund accounts for accelerated property tax collections held for the
replacement of future state shared revenues.

Ambulance Fund — This fund is used to accounts for funds raised for operating and maintaining an
ambulance service for the County.

Senior Citizens Tax Fund — This fund accounts for a special millage for the Council on Aging, a non-profit
organization. Financing is provided through a County tax levy.

The County reports the following major proprietary funds:

Delinguent Tax Revolving Fund ~ This fund accounts for the County’s annual purchases of delinquent real
property taxes from each of the local taxing units within the County and the ultimate collection from the
property owners of the delinquent taxes with penailty and interest. The fund also accounts for the County’s
issuance of debt (to provide cash flow for the purchase of the taxes) and for the resulting debt service
payments. The Delinquent Tax Revolving Fund is the only proprietary fund of the County.

Additionally, the County reports the following fund types:

Special Revenue Funds - These funds account for revenue sources that are legally restricted to
expenditures for specific purposes not including major capital projects.

Debt Service Funds — These funds are used to account for the accumulation of resources for and the
payment of principal and interest on long-term general obligation debt of governmental funds not being
financed by proprietary or nonexpendable trust funds.

Capital Project Funds — These funds account for financial resources to be used for the acquisition or
construction of major capital facilities (other than those financed by proprietary and trust funds).

Permanent Funds — These funds account for resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposes that support the government’s programs.

Agency Funds — These funds account for monies that are custodial in nature (assets equal liabilities) and
do not involve the measurement of results in operations.

Private-sector standards of accounting issued prior to December 1, 1989, generally are followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict
with the standards of the Governmental Accounting Standards Board. The government has elected not to
follow private-sector standards issued after November 30, 1989 for its business-type activities.
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Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are revenues in excess of expenses for tax collection and
internal rentals of buildings and equipment in excess of depreciation and cost of borrowing. Elimination of
the revenues would distort the activity of the functions and would not reflect the proper future uses of the
excesses collected for their specific governmental purposes.

Amounts reported as program revenue include: (1) charges to customers or applicants for goods, services
or privileges provided; (2) operating grants and contributions; and (3) capital grants and contributions,
including special assessments. Internally dedicated resources are reported as generai revenue rather
than as program revenue. Likewise, general revenue includes all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of our
proprietary funds are charges to customers for sales and services. Operating expenses for proprietary
funds include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.

Deposits and Investments

Cash and cash equivalents include cash on hand, demand deposits, and certificates of deposit as well as
amounts in the County Treasurer's cash management pools.

The County Treasurer maintains an entity-wide pooled cash account. Each fund type’s portion of this pool is
included in the “cash and cash equivalents” caption.

The County reports its investments in accordance with GASB Statement No. 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools. Under these standards, certain
investments are valued at fair value as determined by quoted market prices or by estimated fair values
when quoted market prices are not available. The standards also provide that certain investments are
valued at cost (or amortized cost) when they are of a short-term duration, the rate of return is fixed, and
the County intends to hold the investment until maturity. Accordingly, investments in banker acceptances
and commercial paper are recorded at amortized cost. The County had no investments at year-end.

State statutes authorize the County to invest in bonds, and other direct and certain indirect obligations of
the U.S. Treasury; certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
bank, savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Loan Insurance Corporation, or National Credit Union Administration,
respectively; in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after
the date of purchase. The County is also authorized to invest in U.S. Government or federal agency
obligation repurchase agreements, bankers’ acceptances of U.S. banks, and mutual funds composed of
investments as outlined above.
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Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Receivables and Payables

Activity between funds that is representative of lending/borrowing arrangements outstanding at the end of
the fiscal year are referred to as either “due to/from other funds” (the current portion of interfund loans) or
“advances to/from other funds” (the noncurrent portion of interfund loans). All other outstanding balances
between funds are reported as “due to/from other funds.” Any residual balances outstanding between the
governmental activities and business-type activities are reported in the government-wide financial
statements as “internal balances.”

Advances between funds are offset by a fund balance reserve account in applicable governmental funds
to indicate they are not available for appropriation and are not expendable available financial resources.

Pursuant to Public Act 357 of 2004, ail Michigan Counties levy a summer property tax levy in the amount of
one-third of the next year's taxable value. For Oceana County, the summer 2005 tax levy was at 1.7802
mills. In 2006, two-thirds of the total property taxes were levied in the summer and in 2007 all property taxes
will be levied in the summer.

The balance of property taxes are levied on December 1 of each year, which is the lien date, and are
collected through March 1 of the year foliowing the levy, at which time uncollected taxes become delinquent.
The December 1 levy is recorded as receivable and deferred revenue at year-end because it is intended to
fund expenditures of the following fiscal year. Taxes collected in December are held in the Trust and Agency
Fund until the following year.

The 2006 taxable value of Oceana County totaled $919,437,298, on which ad valorem taxes levied
consisted of 5.2354 mills for the County’s operating purposes, .9665 mills for ambulance services, 2.3643
mills for medical care facility services, 0.5000 mills for medical care facility debt, and 0.7249 mills for Senior
Citizens’ Tax Fund purposes, raising approximately $1,604,000 for operating purposes, $889,000 for
ambulance services, $2,174,000 for medical care facility services, $460,000 for medical care facility debt,
and $666,000 for Senior Citizens’ Tax Fund purposes. These amounts are recorded in the General, Special
Revenue and Debt Service Funds financial statements as taxes receivable, with an offsetting credit to
deferred revenue.

Capital Assets

Property and equipment are stated at cost. Expenditures which materially extend the useful life of existing
properties are capitalized. All costs relating to the construction of facilities are capitalized, including
salaries, employee benefits, and bond interest costs during the construction period. Capital assets are
defined as assets with an estimated useful life of more than one year and with a unit cost of $5,000 or
more. Such assets are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation. Capital assets
are reported in the respective governmental or business-type activities columns in the government-wide
financial statements.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
its life are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest

incurred during the construction phase of capital assets is included as part of the capitalized value of the
assets constructed.
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Oceana County, Michigan
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies and Other Matters (Continued)
Capital Projects (Continued)

Property, plant, and equipment of the County, as well as its component units, are depreciated using the
straight-line method over the following estimated useful lives:

Years
Land improvements 20
Buildings and building improvements 20-40
Machinery and equipment; furniture and fixtures 5-10
Vehicles 5-10
Infrastructure 35 -40

Compensated Absences (Vacation and Sick Leave)

It is the County’s policy to permit employees to accumulate earned but unused sick and vacation pay
benefits. Sick leave is earned at the rate of seven to eight hours per month depending on the department
and can be accumulated up to 630 hours. Payment upon separation is 50 percent of the unused
accumulated sick leave balance. Vacation is earned in varying amounts depending on the number of
years of service of an employee and should be used within one year of having been credited to the
employee. It may be accrued with the permission of the department head.

Long-term Obligations

In the government-wide financial statements, long-term debts are reported as liabilities in the applicable
governmental activities. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred charges and
amortized over the term of the related debt. In the fund financial statements, governmental fund types
recognize bond premiums and discounts, as well as bond issuance costs, during the current period. The
face amount of debt issued is reported as other financing sources. Premiums received on debt issuances
are reported as other financing sources while discounts on debt issuances are reported as other financing
uses. Issuance costs are reported as debt service expenditures.

Fund Equity Reserves and Designations

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

Note 2 - Stewardship, Compliance and Accountability

The general and special revenue funds are the governmental fund types under formal budgetary control.
The County adopts its budget in accordance with Public Act 621, the Uniform Budgeting and Accounting
Act, which mandates an annual budget process and an annual appropriation act to impiement the budget.

1) A general, special revenue and debt service funds budget is presented to the Board in September, at
which time hearings on the budget are scheduled. A public hearing is held in September and a special
meeting is held to give all elected officials the opportunity to discuss their budget with the Board.

2) The budget, and an appropriation ordinance implementing it, is then adopted in September.

3) Formal budget integration was employed as a management control device during the year for all funds.
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Oceana County, Michigan
Notes to Financial Statements

Note 2 - Stewardship, Compliance and Accountability (Continued)

4) Budgets presented for the general and special revenue funds were prepared on the cash basis of
accounting. Encumbrances are not recorded at year-end.

5) Expenditures may not legally exceed activity (department) totals in the general fund. All other special
revenue funds cannot legally exceed their respective fund totals. Violations if any, are noted in the
required supplemental information section.

6) Budgets for the current year are carefully reviewed during the year for any revision of estimates.
Proposed increases or reductions in appropriations are presented to the Board for their action. The

legislative body amends the general appropriation act as soon as it becomes apparent this action is
necessary.

7) The governing Board has the authority to amend all budgets at the fund level through the appropriation
ordinance. It further has the right to amend the general fund at the activity level if it desires.
Management has no authority to amend budgets at the fund level. Management can do transfers within
funds at the departmental level without governing Board approval but not between departments.

8) The budgetary information presented has been amended during the year by an official action of the
County Board of Commissioners. The amendments were not significant in total.

9) All budget appropriations lapse at the end of each fund’s fiscal year.

Note 3 - Cash and Cash Equivalents

To facilitate better management of the County’s resources, substantially all cash is combined in one pooled
operating account. The County’s excess cash is invested principally in certificates of deposit.

In addition, the cash management poo! and some depository accounts are maintained by various County
Departments for the deposit of fees, fines, and other miscellaneous revenue. These revenues are transferred

to the County Treasurer on a regular basis. Year-end book balances in these depository accounts are
included in cash for reporting purposes.

At year-end, the County’s deposits were reported in the basic financial statements in the following categories:

Governmental Business-Type Fiduciary
Activities Activities Funds Total

Cash and investments $ 4439056 $_ 325643 $ 1,080,555 $ 5,845,254

The breakdown between deposits and investments for the County is as follows:

Deposits (checking and savings accounts, certificates of deposit) $ 5,823,554
Petty cash and cash on hand 21,700
Total $_5.845254

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution,
a government will not be able to recover its deposits or will not be able to recover collateral securities that are
in the possession of an outside party. Deposits are exposed to custodial credit risk if they are not covered by
depository insurance and are uncollateralized, collateralized with securities held by the pledging financial
institution, or collateralized with securities held by the pledging financial institution’s trust department or agent
but not in the name of the local unit. The County has not adopted and State law does not require a policy for
deposit custodial credit risk. As of year end $5,975,948 of the County’s bank balance of $6,535,748 was
exposed to custodial credit risk because it was uninsured and uncollateralized.
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Oceana County, Michigan
Notes to Financial Statements

Note 4 - Capital Assets
Capital asset activity of the County’s governmental activities was as follows:
Primary Government:

Beginning
Balance

Disposals and

Additions Adjustments

Assets not being depreciated:
Land $1.365960 $ - $ -
Total assets not being depreciated 1,365,960 - -

Capital assets being depreciated:

Buildings and improvements 11,117,919 370,657 -
Equipment and furniture 4,913,882 243,384 -
Vehicles 1,211,471 251,938 59,211
Infrastructure 146,650 - -
Subtotal 17,389,922 865,979 59,211
Accumulated depreciation:
Buildings and improvements 2,394,949 287,887 -
Equipment and furniture 1,886,299 481,310 -
Vehicles 830,281 108,045 32,084
Infrastructure 84,812 2,933 -
Subtotal 5,196,341 880,175 32,084
Net capital assets being depreciated 12,193,581 (14,196) (27,127)
Net capital assets,
Governmental activities $13,559,541 $__(14.196) $_ (27,127)

Year-End
Balance

$_1,365,960
1,365,960

11,488,576
5,157,266
1,404,198

146,650

18,196,690

2,682,836
2,367,609
906,242
87.745
6,044,432

12,152,258

$13,518,218

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

Judicial $ 10,715
General county government 58,917
Public safety 456,676
Health and welfare 353,867

Total depreciation expense - governmental activities $_880,175
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Oceana County, Michigan
Notes to Financial Statements

Note 5 — Long-Term Debt

The County issues bonds, notes, and other contractual commitments to provide for the acquisition and
construction of major capital facilities and the acquisition of certain equipment. General obligation bonds are
direct obligations and pledge the full faith and credit of the County.

Governmental activities - long-term obligation activity can be summarized as follows:
Amounts Due

Beginning Ending Within One
Balance Additions Reductions _Balance Year
Governmental Activities:
Bonds $ 9,120,000 $ - $ 569,000 $ 8,551,000 $585,000
Loans payable 259,724 126,492 102,709 283,507 86,510

Total governmental activities $9,379,724 $_126,492 $_671,709 $.8.834,507 $671,510

General obligation bonds currently outstanding are as follows:

$5,165,000 — City of Hart — Local Government Loan Program Revenue Bonds,
Series 2001B due in annual installments of $320,000 to $455,000
through November 1, 2015; interest at 3.800% to 4.850% $ 3,445,000

$1,890,000 — E-911 Building — Local Government Program Revenue Bonds,
Series 2002, due in annual installments of $110,000 to $165,000
through November 1, 2017; interest of 3.500% to 4.625% 1,470,000

$241,500 — Capital Improvement Bonds, Series 2003, due in annual instailments
of $5,000 to $15,000 through June 1, 2033; interest at 4.250% 231,000

$350,000 — Capital Improvement Bonds, Series 2003B, due in
annual installments of $10,000 to $30,000 through November 1, 2023;
interest at 3.000% to 5.000% 320,000

$3,500,000 — Capital Improvement Bonds, Series 2003C, due in
annual installments of $140,000 to $245,000 through November 1, 2023;

interest at 2.750% to 4.550% 3,085,000
Total bonded debt $8.551,000

Annual debt service requirements to maturity on the above governmental bond obligations are as follows:

Principal Interest Total

2007 $ 585,000 $ 402,976 $ 087,976
2008 610,000 391,602 1,001,602
2009 630,000 367,854 997,854
2010 655,000 342,708 997,708
2011 681,000 315,372 996,372
2012-2016 3,377,000 1,125,481 4,502,481
2017-2021 1,343,000 601,911 1,944,911
2022-2026 583,000 201,765 784,765
2027-2031 59,000 27,910 86,910
2032-2033 28,000 3,727 31,727

Total $.8,551,000 $3.781,306 $12,332,306
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Oceana County, Michigan
Notes to Financial Statements

Note 5 — Long-Term Debt (Continued)
Loans Payable
The County is party to the following long-term notes at December 31, 2006:

Note payable Michigan Aeronautics Commission,

annual payments of $8,541 including interest at 4.50%. $ 23,510
Note payable Michigan Aeronautics Commission,
annual payments of $1,896 including interest at 4.50%. 5,007
Note payable AVAYA Financial Services,
monthly payments of $3,542 including interest at 5.12%. 141,831
Note payable CNH Capital,
monthly payments of $978 including interest at 7.25%. 37,675
Note payable
Monthly payments of $474.25 including interest at 6.25% 17,073
Note payable Old National,
monthly payments of $2,358 including interest at 4.34%. 58,411
$.283,507
The notes are due in the following years:
2007 $ 86,510
2008 90,675
2009 70,894
2010 35,428
$.283,507

Business-type activities - long-term obligation activity can be summarized as follows:
Amounts Due
Beginning Ending Within One
Balance Additions Reductions Balance Year

Governmental Activities:
Delinquent tax notes payable $§ 770,000 $ 2,500,000 $_2.325.000 $_945,000 $_945.000

At December 31, 2006, the County had outstanding $945,000 of short-term general obligation tax notes.
The tax notes carry interest rate at prime. All revenues related to the 2005 delinquent real property taxes
have been pledged as security for the notes.

Note 6 — Interfund Receivables and Payables

The only interfund activity at year-end was a long-term advance from the general fund to the Drain
Revolving Fund (component unit) of $31,200.
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Oceana County, Michigan
Notes to Financial Statements

Note 7 - Leases Payable

The County is party to several long-term rental agreements for office equipment. These agreements call for
varying payments and terms due in the following years:

2007 $ 120,607
2008 118,080
2009 102,666
2010 3,145
2011 1,830

$_346,328

Note 8 - Pension Plan
Plan Description

Oceana County has a defined benefit plan for its employees that provides retirement, disability and death
benefits to its members and beneficiaries. The plan is administered by the Municipal Employees
Retirement System (MERS), an agent multiple employer pension plan created under Public Act 135 of
1945.

MERS issues a publicly available financial report that includes financial statements and required
supplemental information for the County. This report may be obtained by writing to MERS, 1134
Municipal Way, Lansing, Michigan 48917, or by calling (517) 703-9030.

Funding Policy

The obligation to contribute to and maintain the system for these employees was established by
negotiation with the County’s competitive bargaining unit and personnel policy. The County is required to
contribute at an actuarially determined rate; the current rate was 5.79% at December 31, 2005.

Annual Pension Cost

For 2006, the County’s annual pension cost was $491,598 with the full amount being paid. The required
contribution was determined as part of the December 31, 2005 actuarial valuation, using the entry age
actuarial cost method. The actuarial assumptions include: a) 8% Investment Rate of Return (net of
administrative expenses) and b) projected salary increases of 4.5% per year. The actuarial value of the
County MERS plan assets was determined using techniques that smooth the effects of short-term
volatility in the market value of investments over a five-year period. The County’s actuarial accrued
liability has been overfunded for the past four years. Any future unfunded liability would be amortized
over the next 30 years. The amortization period is open.

Four Year Trend Information

Ending Pension Cost (APC) APC Contributed Obligation
12/31/05 $490,916 100% $0
12/31/04 474 394 100% 0
12/31/03 596,546 100% 0
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Notes to Financial Statements

Note 8 - Pension Plan (Continued)

Analysis of Funding Progress

(6)

(4) Ratio of
Unfunded Unfunded
(1) (3) (Overfunded) (5) (Funding
Valuation Actuarial (2) Funded Actuarial Annual Excess)
Date Value of Actuarial Ratio Liability Covered to Covered
December 31 Plan Assets Accrued Liability (1)/(2) (2)-(1) Payroll Payroll (4)/(5)
2005 $17,117,520 $20,095,418 83% $3,577,898  $9,463,625 38%
2004 14,316,120 18,897,232 76% 3,238,774 9,005,597 36%
2003 14,257,027 17,611,265 81% 3,352,238 8,746,938 38%
2002 12,995,037 15,627,290 83% 2,632,253 8,376,682 31%

Note 9 - Equity Transfer

During the year, a $500,000 equity transfer was made to the general fund from the treasurer's unrestricted tax
revolving fund. The amount represents excess funds that have accumulated after several individual tax
revolving fund bond issues had been liquidated. The excess funds accumulated in the individual funds are
transferred to the treasurer's unrestricted fund and may then be used for general operations.

Note 10 - Deferred Compensation Plan

Oceana County offers all employees a deferred compensation plan created in accordance with the Internal
Revenue Code, Section 457. The assets of the plan were held in trust, as described in IRC Section 457(g) for
the exclusive benefit of the participants and their beneficiaries. The custodian thereof for the exclusive benefit
of the participants holds the custodial account for the beneficiaries of this Section 457 Plan, and the assets
may not be diverted to any other use. The Administrators are agents of the employer for purposes of
providing direction to the custodian of the custodial account from time to time for the investment of the funds
held in the account, transfer of assets to or from the account and all other matters. In accordance with the
provision of GASB Statement 32, plan balances and activities are not reflected in Oceana County’s financial
statements.

Note 11 - Related-Party Transactions

Community Mental Health
The County leases premises to the Community Mental Health Service on a long-term lease arrangement
calling for payments of $332,864, payable $3,000 in advance and the balance in 120 monthly installments
of $2,749. This lease commenced February 1, 1987 and expired July 1, 1997. The lease was renewed on a
year-by-year basis for $1,250 per month.

Building Authority

The County leases the Public Square site to the Authority for $15, payable $1 a year for 15 years.
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Note 12 - Risk Management

Oceana County is exposed to various risks of loss related to theft of, damage to, and destruction of assets;
errors and omissions; liability, and natural disasters. The County is a member of the Michigan Municipal Risk
Management Authority, which is a self-insured association, organized under the laws of the State of Michigan
to provide self-insurance protection. The agreements between the Authority and the County are
intergovernmental contracts. Under the contract, the County is responsible for paying all losses, including
damages, loss adjustment expenses and defense costs, for each occurrence that falls within the County’s self-
insured retention (SIR) amounts. After the County has paid the SIR, the Authority is responsible for paying
losses, including damages, loss adjustment expenses and defense costs up to a specified limit. The County’s
SIR and additional coverage amounts are as follows:

Additional
Retention Insurance
Liability $ 75,000 $15,000,000
Vehicle Physical Damage $ 15,000 per vehicle 1,500,000
$ 30,000 per occurrence
Property and Crime 10% of the next $100,000 8,431,968

The activity of this contract is recorded in the general fund. Cash balances represent ending funds on deposit
with the authority at December 31, 2006. Past experience indicates incurred but unreported claims would not
represent a material charge against fund equities.

Additional information is as follows:

Current year contributions to the SIR $_25.461
Funds on deposit December 31, 2006 $ 33,058
Claims and legal reserve (on cash basis) December 31, 2006 (12,600)
Estimated net assets December 31, 2006 $_20,458

The amounts are reported on a cash basis as provided by Michigan Municipal Risk Management Authority.
Settled claims have not exceeded the SIR limits in any of the past three years.

Note 13 - Jointly Governed Operations

District Health Department Number 10

Oceana County, Newaygo County, Lake County, Mecosta County, Manistee County, Mason County,
Crawford County, Kalkaska County, Missaukee County and Wexford County participate jointly in the
operation of the District Health Department Number 10.

The Board for the District Health Department is made up of two Commissioners from each county, plus one
aiternate from each county.

The funding formula approved by the member counties is based pro rata on each unit’s population and their
share of space costs. Member counties’ appropriations for 2006 were based on revisions in population due to
the 2000 Census.

Oceana County’s 2006 appropriation to the District Health Department was $157,308.
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Note 13 - Jointly Governed Operations (Continued)

Community Mental Health System

Oceana County, Lake County and Mason County participate jointly in the operation of the West Michigan

Community Mental Health System.

The funding formula is based pro rata on each unit’s population to the total population. Member percentages

of the net operating budget for the year ended December 31, 2006 were:

Oceana 40.00%
Mason 45.00%
Lake 15.00%

Oceana County’s 2006 appropriation to West Michigan Community Mental Health System was $130,000.

Substance Abuse

Oceana County is a member of a 31 County Region Coordinating Agency, (Northern Michigan Substance
Abuse Services, Inc.) which contracts for substance abuse services throughout the member area.

Each county appropriates 50% of their liquor tax fund revenues to NMSAS, Inc.

Oceana County’s appropriation for 2006 was $44,937.
Note 14 - Transfers In (Out)
Interfund transfers at December 31, 2006 were:

Fund

General

Revenue Sharing Reserve
Parks & Recreation

Law Library

Child Care

Soldiers and Sailors’ Relief
Social Welfare

Juvenile Justice
Mason/Oceana E-911
Mason/Oceana E-911 Debt
Crystal Valley County Park
Tax Revolving

Transfers In

Transfers OQut

$ 961,397

$1.466.820

$ 280,548
461,397
20,000

29,651

175,224

500,000

$1,466.,820

Transfers are used to: (1) move revenues from the fund that is required to collect them to the fund that is
required or allowed to expend them, (2) move receipts restricted to or allowed for debt service from the
funds collecting the receipts to the debt service fund as debt service payments become due; and (3) use
unrestricted revenues collected in the General Fund to finance various programs accounted for in other

funds in accordance with budgetary authorizations.
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Assets

Assets:
Cash and cash equivalents
Property taxes receivable
Total assets

Liabilities and Fund Balances

Liabilities:
Deferred property taxes
Other liabilities
Total liabilities

Fund Balances:
Unreserved:
Designated
Unreserved: undesignated
Total fund balances

Total liabilities and fund balances

Oceana County, Michigan
Combining Balance Sheet
Cash Basis
Nonmajor Governmental Funds
December 31, 2006

Nonmajor Nonmajor Nonmajor
Special Debt Capital Nonmajor
Revenue Service Project Permanent
Funds Funds Funds Funds Total
$ 1,406,370 § 457,735 § 161,084 $ 150,615 § 2,175,804
- 459,719 - - 459,719
$ 1406370% 917454 § 161,084 3 150,615 % 2,635,523
$ -3 459,719 § -$ -3 459,719
67,398 - - - 67,398
67,398 459,719 - - 527 117
33,466 - 161,084 150,615 345,165
1,305,506 457,735 - - 1,763,241
1,338,972 457,735 161.084 150,615 2,108,406
$ 14063709 917,454 $ 161,084 $ 150,615 $ 2,635,523
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Oceana County, Michigan
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances
Cash Basis
Nonmajor Governmental Funds
Year Ended December 31, 2006

Nonmajor Nonmajor Nonmajor
Special Debt Capital Nonmajor
Revenue Service Project Permanent
Funds Funds Funds Funds Total
Revenues:
Taxes $ - % 454,519 $ -3 -$ 454519
Intergovernmental 2,208,580 - - - 2,208,580
Charges for services 1,916,359 - - - 1,916,359
Interest and rents - - - 13 13
Contributions from iocal units - 475,773 - - 475,773
Other 127,337 - 14,168 - 141,505
Total revenues 4,252,276 930,292 14,168 13 5,196,749
Expenditures:
Current operations:
Judicial 28,376 - - - 28,376
Public safety 1,243,472 - - - 1,243,472
Health and welfare 2,845,812 - - - 2,845,812
Culture and recreation 56,265 - - - 56,265
Other 23,836 - - 7 23,843
Capital outlay 110,484 - 3,389 - 113,873
Debt service:
Principal - 555,000 - - 555,000
Interest - 354,966 - - 354,966
Total expenditures 4,308,245 909,966 3.389 7 5,221,607
Revenues Over (Under) Expenditures (55,969) 20.326 10,779 6 (24.858)
Other Financing Sources (Uses):
Transfers in 330,199 175,224 - - 505,423
Transfers (out) (224 .875) - - - (224,875)
Total other financing sources (uses) 105,324 175,224 - - 280,548
Net Changes in Fund Balances 49,355 195,550 10,779 6 255,690
Fund Balances - Beginning of Year 1,289,617 262,185 150,305 150,609 1.852.716
Fund Balances - End of Year $ 1338972 % 457,735 $ 161,084 $ 150,615 % 2,108,406
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Oceana County, Michigan
Combining Balance Sheet
Cash Basis
Nonmajor Debt Service Funds
December 31, 2006

Assets
Assets:
Cash and cash equivalents

Taxes receivable

Liabilities and Fund Balances

Liabilities:
Deferred property taxes
Total liabilities

Fund Balances:
Unreserved: undesignated
Total liabilities and fund balances

36

Wastewater
Medical Care Treatment
Facility Plant Total

$ 455510 $ 2,225 % -$ 457,735
459,719 - - 459.719
$ 915,229 § 2225 % -$ 917.454
$ 459719 § -3 -$ 459719
459,719 - - 459 719
455510 2.225 - 457 735
$ 915229 § 2225 % -$ 917454




Oceana County, Michigan
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Cash Basis
Nonmajor Debt Service Funds
Year Ended December 31, 2006

Wasterwater Mason/

Medical Care Treatment Oceana
Facility Plant E-911 Total
Revenues:
Taxes $ 454519 % - 9% - $ 454,519
Contributions from local units - 475,773 - 475,773
Total revenues 454 519 475,773 - 930,292
Expenditures:
Debt service:
Principal retirement 135,000 310,000 110,000 555,000
Interest and fiscal charges 123,958 165,784 65,224 354,966
Total expenditures 258,958 475,784 175,224 909,966
Revenues Over (Under) Expenditures 195,561 (11) (175,224) 20,326
Other Financing Sources (Uses):
Transfers in - - 175,224 175,224
Total financing sources (uses) - - 175,224 175,224
Net Changes in Fund Balances 195,561 (11) - 195,550
Fund Balances - Beginning of Year 259,949 2,236 - 262,185
Fund Balances - End of Year 3 455510 $ 2225 § - 3% 457,735
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Assets

Assets:
Cash and cash equivalents

Fund Balances

Fund Balances:
Unreserved:
Designated for capital expenditures

Oceana County, Michigan
Combining Balance Sheet
Cash Basis
Nonmajor Capital Project Funds
December 31, 2006

Medical
Care
District Facility
Court Sheriff Replacement Total
$ 13,586 $ 147,498 § -3 161,084
$ 13,586 $ 147,498 § -3 161,084

38



Oceana County, Michigan

Combining Statement of Revenues, Expenditures,

Revenues:
Other
Total revenues

Expenditures:
Capital outlay

Net Changes in Fund Balances
Fund Balances - Beginning of Year

Fund Balances - End of Year

and Changes in Fund Balances

Cash Basis

Nonmajor Capital Project Funds
Year Ended December 31, 2006

Medical

Care

District Facility

Court Sheriff Replacement Total

$ -$ 14.168 $ - 14,168
- 14,168 - 14,168
- 3,389 - 3.389
- (10,779) - 10,779
13.586 136.719 - 150,305
$ 13586 $ 147498 $ - 161,084
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Assets

Assets:
Cash and cash equivalents

Fund Balances
Fund Balances:

Unreserved:
Designated for programs

Oceana County, Michigan
Combining Balance Sheet
Cash Basis
Nonmajor Permanent Funds

December 31, 2006

Medical
Cemetery Care
Trust Endowment Total
$ 313 $§ 150,302 $ 150,615
$ 313 % 150,302 $ 150,615
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Oceana County, Michigan
Combining Statement of Revenues, Expenditures,
and Changes in Fund Balances
Cash Basis
Nonmajor Permanent Funds

Year Ended December 31, 2006

Medical
Cemetery Care
Trust Endowment Total
Revenues:
Interest $ 13 % -$ 13
Total revenues 13 - 13
Expenditures:

Other 7 - 7
Net Changes in Fund Balances 6 - 6
Fund Balances - Beginning of Year 307 150,302 150,609
Fund Balances - End of Year $ 313 $ 150,302 $ 150,615
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Oceana County, Michigan
Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget to Actual
Cash Basis
General Fund
(With Comparative Totals for the Prior Year)
Year Ended December 31, 2006

2006
Variance Prior
Favorable Year
Budget Actual (Unfavorable) Actual
Revenues:
Taxes $ 4,700,953 $ 4,481,461 § (219,492) $ 4,408,655
Licenses and permits 65,200 52,338 (12,862) 71,282
Intergovernmental 1,190,286 1,169,599 (20,687) 1,396,872
Charges for services 1,279,382 1,079,712 (199,670) 1,141,155
Fines and forfeitures 10,110 9,933 (177) 8,263
Interest and rentals 119,000 196,798 77,798 111,295
Other 200,644 215,199 14,555 216.712
Total revenues 7,565,575 7,205,040 (360,535) 7,354,234
Expenditures:
Current operations:
Legislative
Board of commissioners 156,840 156,839 1 149,750
Judicial
Circuit court 361,227 353,234 7,993 375,535
District court 394,695 379,813 14,882 379,365
Friend of the court 313,313 300,720 12,593 289,932
Probate court 241,727 241,724 3 241,386
Jury board 3.826 3.690 136 3.598
Total judicial 1,314,788 1,279,181 35.607 1,289,816
General county government
County administrator 174,037 174,035 2 159,423
Elections 50,603 38,578 12,025 2,444
Clerk 313,667 305,081 8,586 282,150
Equalization 209,015 204,192 4,823 200,508
Prosecuting attorney 342,911 336,804 6,107 326,971
Register of deeds 173,074 156,008 17,066 154,730
Plat board 1,337 964 373 440
Remonumentation 56,948 56,943 5 83,953
Drain commission 131,284 129,860 1,424 120,225
Treasurer 175,061 175,062 (1) 159,177
Tax administration 3,928 3,915 13 3,767
Cooperative extension 120,957 120,181 776 113,074
Building and grounds 318,925 318,925 - 313,041
Other general government 456,817 438,744 18.073 418,270
Total general county government 2,528,564 2,459,292 69,272 2,338,173
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Oceana County, Michigan

Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget to Actual

Cash Basis
General Fund

(With Comparative Totals for the Prior Year)

Expenditures (Continued):

Public safety
Sheriffs' department
Training
Marine law enforcement
Snowmobile enforcement
Road patrof
Corrections department
Parole
Planning commission
Emergency preparedness
Other
Animal shelter

Total public safety

Public works
Drains public benefit
Refuse collection and disposal
Total public works

Health and welfare
Other
Appropriations
Other
Total other
Total expenditures
Revenues Over (Under) Expenditures
Other Financing Sources (Uses):
Transfers in
Transfers (out)

Total other financing sources (uses)

Net Changes in Fund Balances

Year Ended December 31, 2006

2006

Variance Prior

Favorable Year

Budget Actual (Unfavorable) Actual
$ 1,660,211 $ 1,582,890 $ 77,321 $ 1,570,104
4,200 1,620 2,580 7,388
104,087 104,087 - 95,722
26,413 26,410 3 23,843
144,294 144,288 6 133,672
1,053,881 989,459 64,422 1,016,079
4,650 2,893 1,757 4.463
18,942 18,941 1 14,480
172,976 127,540 45,436 350,637
600 227 373 1,344
125,270 120,665 4.605 119,233
3,315,524 3,119,020 196,504 3,336,965
21,638 21,384 254 21,889
150,148 150.145 3 141,191
171.786 171.529 257 163,080
44,955 40,737 4218 38,130
381,879 381,177 702 370,053
315,725 300,982 14,743 295,942
697.604 682.159 15,445 665,995
8.230,061 7,908,757 321,304 7,981,909
(664.,486) (703.717) (39,231) (627.675)
950,000 961,397 11,397 800,437
(285,514) (280,548) 4,966 (256.633)
664.486 680,849 16,363 543.804
- (22,868) (22,868) (83,871)
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Oceana County, Michigan
Statement of Revenues, Expenditures,
and Changes in Fund Balances - Budget to Actual
Cash Basis
General Fund
(With Comparative Totals for the Prior Year)
Year Ended December 31, 2006

2006
Variance Prior
Favorable Year
Budget Actual {(Unfavorable) Actual
Fund Balances - Beginning of Year $ 43,627 $ 43,627 $ -3 127,498
Fund Balances - End of Year $ 43627 § 20,759 § (22.868) $ 43.627
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Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control
Over Compliance in Accordance with OMB Circular A-133

Board of Commissioners
Oceana County
Hart, Michigan

Compliance

We have audited the compliance of Oceana County with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended December 31, 2006. Oceana County’s
major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts
and grants applicable to each of its major federal programs is the responsibility of Oceana County’s
management. Our responsibility is to express an opinion on Oceana County’s compliance based on our
audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about Oceana
County’s compliance with those requirements and performing such other procedures, as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Qur
audit does not provide a legal determination on Oceana County’s compliance with those requirements.

As described in finding 2006-6 in the accompanying Schedule of Findings and Questioned Costs, Oceana
County did not comply with requirements regarding allowable costs/cost principles that are applicable to its
Community Development Block Grant. Compliance with such requirements is necessary, in our opinion, for
Oceana County to comply with the requirements applicable to that program.

In our opinion, except for the noncompliance described in the preceding paragraph, Oceana County
complied, in all material respects, with the requirements referred to above that are applicable to each of its
major federal programs for the year ended December 31, 2006.

ENA 2> T LSRR B : T g
WILLIS & JURASEK, & .C. Phone Number: (517) 788-8660
2545 Spring Arbor Road Fax Number: (517) 788-0872
Suite 200 1 E-Mail: willis@willispc.com

Jackson, MI 49203-3690 Web site: wwwwillispe.com



Board of Commissioners
Oceana County
Page 2

Internal Control Over Compliance

The management of Oceana County is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.
In planning and performing our audit, we considered Oceana County’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of Oceana County’s internal control over compliance.

Our consideration of the internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in Oceana County’s internal control
that might be significant deficiencies or material weaknesses as defined below. However, as discussed
below, we identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies and also consider to be a material weakness.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federai program that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider the deficiency in
internal control over compliance described in the accompanying schedule of findings and questioned costs
as Finding 2006-6 to be a significant deficiency.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control. Of the significant deficiencies
described above, we consider Finding 2006-6 to be a material weakness.

Schedule of expenditures of Federal Awards

We have audited the financial statements of the governmental activities, business-type activities, each major
fund, and the aggregate remaining fund information of Oceana County’s primary government as of and for
the year ended December 31, 2006, and have issued our report thereon dated June 18, 2007. Our audit was
performed for the purpose of forming opinions on the financial statements that collectively comprise the
County’s primary government basic financial statements taken as a whole. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by OMB Circular
A-133 and is not a required part of the basis financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

This report is intended for the information and use of the Board of Commissioners, management, federal
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone
other than these specified parties.

e SRR
o il € Tuesk Ac

Willis & Jurasek, P.C.
June 18, 2007



Report Based on an Audit of Financial Statements
Performed in Accordance with
Government Auditing Standards

Board of Commissioners
Oceana County
Hart, Michigan

We have audited the financial statements of the governmental activities, business-type activities, each major fund and the
aggregate remaining fund information of Oceana County’s primary government as of and for the year ended December 31,
2006, and have issued our report thereon dated June 18, 2007. Our report disclosed that the financial statements include only
financial activity of the primary government and that the financial activities of component units that form the reporting entity are
not included. The County also prepares its financial statements on the modified cash basis of accounting for its government-
wide financial statements and the cash basis for its fund financial statements, which is a comprehensive basis of accounting
other than generally accepted accounting principles. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Oceana County’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the County’s internal control over financial reporting. Accordingly, we
do not express an opinion on the effectiveness of the County’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies in internal control over financial reporting that might be significant
deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies in the internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or empioyees, in the normal
course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A significant deficiency is
a control deficiency, or combination of control deficiencies, that adversely affects the County’s ability to initiate, authorize,
record, process, or report financial data reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the County’s financial statements that is more than inconsequential will
not be prevented or detected by the County’s internal control. We consider the deficiencies describe in the accompanying
Schedule of Findings and Questioned Costs to be significant deficiencies in internal control over financial reporting. The
significant deficiencies are described in the accompanying Schedule of Findings and Questioned Costs as Findings 2006-1,
2006-2, 2006-3, 2006-4, 2006-5 and 2006-6.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a remote
likelihood that a material misstatement of the financial statements will not be prevented or detected by the County’s internal
control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in the internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also consider to be material weaknesses. Of the
significant deficiencies described above, we consider Findings 2006-5 and 2006-6 to be material weaknesses.

(i i SEK. P.C .
WILLIS & JURASEK, P.C. Phone Number: (517) 788-8660
2545 Spring Arbor Road Fax Number: (517) 788-9872
Suite 200 3 E-Mail: willis@@ willispc.com
Jackson, MI 49203-3690 Web site: wwwwillispe.com



Board of Commissioners
Oceana County
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Oceana County’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are described in the accompanying
Schedule of Findings and Questioned Costs as Findings 2006-6.

Oceana County’s response to the findings identified in our audit are described in the accompanying Schedule of Findings and
Questioned Costs. We did not audit the County’s response and, accordingly, we express no opinion on it.

This report is intended for the information and use of management, federal awarding agencies and pass-through entities and
is not intended to be and should not be used by anyone other than these specified parties.

W Ll T Wil 2 L
Willis & Jurasek, P.C.

June 18, 2007



Oceana County
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2006

Catalog of Pass
Federal Through
Federal Agency/Pass-Through Domestic Grantor's
Grantor/Program Title Assistance Number Expenditures
U.S. Department of Justice
Passed through Michigan Department of State Police
SCCENT 16.738 70889-7-06-B $ 38,819
U.S. Department of Housing and Urban Development
Passed through Michigan State Housing Development Authority
Community Development Block Grant - Housing Program 14.239 MSC 2004-5825-HOA 153,474
Passed through Michigan Economic Development Corporation
Community Development Block Grant 14.228 MSC 204012-EDIG 312,107
Community Development Block Grant 14.228 MSC 203042-EDIG 1,066,552
Total passed through Michigan Economic Development Corporation 1,378,659
Total passed through U.S. Department of Housing and Urban Development 1,532,133
U.S. Department of Health and Human Services
Passed through Michigan Department of Human Services
Titie IV-D Prosecuting Attorney Co-Op 93.563 CSPA 06-64002 52,357
Title IV-D FOC 93.563 CSFOC 06-64001 189,933
Total U.S. Department of Health and Human Services 242,290
U.S. Department of homeland Security
Pass through Michigan Department of State Police
2004 Homeland Security Grant Program Supplemental Grant 97.004 N/A 21,195
2005 Homeland Security Grant Program 97.067 N/A 17,527
Emeregency Management Perfomance Grant 97.042 N/A 18,274
Total passed through U.S. Department of Homeland Security 56,996
$ 1,870,238



Oceana County
Notes to Schedule of Expenditures of Federal Awards

Summary Of Significant Accounting Policies

Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
Oceana County and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of, the basic financial statements.



Oceana County
Schedule Of Findings And Questioned Costs
Year Ended December 31, 2006

Section 1 — Summary of Auditors’ Results

Financial Statements

Type of auditor's report issued: Qualified

Internal control over financial reporting:

Material weakness identified? X yes
Significant deficiencies identified that are

not considered to be material weakness X yes

Noncompliance material to financial statements noted yes

Federal Awards

Internal control over major programs:

Material weakness identified”? X yes
Significant deficiencies identified that are
not considered to be material weakness X yes

Type of auditor’s report issued on compliance
for major programs: Qualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of
Circular A-133. X yes

Identification of major programs:

CFDA Number Name of Federal Program
14,228 Community Development Block Grant
Dollar threshold used to distinguish between
Type A and type B programs: $ 300,000
Auditee qualified as low-risk yes

no

no

no

no

no

no

no



Oceana County
Schedule of Findings and Questioned Costs
Year Ended December 31, 2006

Section Il - Financial Statement Findings

Finding 2006-1

Finding 2006-2

Finding 2006-3

Finding 2006-4

Finding 2006-5

Bank reconciliations were not performed on a timely basis at certain times during
the last fiscal year. Timely reconciliations are an important internal control function.
While this has not been an issue in the past, it was however, noted during the year
ended December 31, 2006.

Management of the County has the ability to produce internal reporting that allows
for financial management of the day to day operations. However, management
relies on the external auditors to prepare its external audit reports. While this may
be typical of some smaller municipalities, it is considered a significant deficiency
under SAS 112, which became effective this year.

The County currently reports its activity on a modified cash basis for its
government-wide financial statements, and the cash basis for its fund financial
statements. These are considered an other comprehensive basis of accounting,
not in accordance with generally accepted accounting principles. We strongly
encourage the County to switch its method of accounting to the modified accrual
method for its fund financial statements and the accrual method for its
government-wide financial statements.

The County does not present a Management’s Discussion and Analysis as
supplementary information. The County has chosen not to present this information.
This is also considered a significant deficiency as defined by SAS 112.

During the course of the audit we proposed a few journal entries, which
management agreed with and posted to the final general ledger. However, some
on these entries had a material affect on the final financial statements. The main
material adjustment dealt with the Revenue Sharing Fund. Since this was a
material adjustment, we considered this to be a material weakness as defined by
SAS 112.

Section Il — Federal Award Findings and Questioned Costs

Finding 2006-6

HUD programs require grantees to comply with Department of Environment
Quality Environmental Review Requirements. The project for the Community
Development Block Grant (Project number MSC 203042-EDIG), has received a
notice of violation (DEQ Complaint Number 06-64-0031V) alleging a violation of
the State’s environmental regulations by filling in an area deemed to be a wetland
without obtaining authorization to do so. The County is currently trying to remedy
the situation and has requested grant extensions to attempt to correct the situation.

As a result, $312,000 of the total grant amount is in danger of begin disallowed and
is at this point considered a questioned cost. Unless the problem can be corrected
the $312,000 may be required to be repaid.

Section IV — Prior Year Federal Award Findings

None
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Oceana County Audit

Management’s Response to and Corrective Action Plan for the Schedule of Findings and Questioned Costs
for the Year Ended December 31, 2006

Section Il — Financial Statement Findings

Finding 2006 — 1 — The delay in bank reconciliations was caused by changing depositories mid-year and
reconciliations are now and will continue to be done in a timely fashion.

Finding 2006 — 2 — The County of Oceana began to experience serious budgetary and cash flow issues on
October 1, 2004 when its statutory revenue sharing payments were discontinued by the Governor and the
Legislature. The County’s General Fund year-end balances continued to decline each year beginning with
year-end 2004. The balance in the General Fund for year-end 2006 was less than $20,000 out of a 2006
General Fund budget of over $8,500,000.

Compliance with SAS112 regarding the County’s preparation of its external audit reports would require
additional costs to employ additional personnei and no new revenues are available to pay for the same.

The benefit of the County’s preparation of external audit reports is far cutweighed by the costs to do so.

Finding 2006 — 3 — The County has been reporting its activities on a modified cash basis for its
government-wide financial statements and on a cash basis for its financial statements which is not in
accordance with generally accepted accounting standards for a number of reasons. However, effective
with the 2007 audit year, the County intends to change its method of accounting to the modified accrual
method for its fund financial statements and the accrual method for its government-wide financial
statements.

Finding 2006 — 4 — The County will implement a Management's Discussion and Analysis as supplementary
information to its audit for the year ending December 31, 2007.

Finding 2006 — 5 — The Oceana County Treasurer has become more familiar with the accounting
requirements for the Revenue Sharing Reserve Fund and these adjustments shouid not be needed in the
future.

Section |l — Federal Award Findings and Questioned Costs

Finding 2006 — 6 — The grant project for the Community Development Block Grant #MSC 203042-EDIG
has been compromised by a Department of Environmental Quality (DEQ) notice of violation (DEQ
Complaint Number 06-64-0031V) alleging a violation of the.State’s environmental regulations wherein a
wetland area was deemed to be filled in without authorization.

The County, with the assistance of its Economic Development Corporation Executive Director, County
Administrator, County Prosecuting Attorney and private attorney with a background in environmental iaw,
has made a concerted effort to correct the situation through the development of an action plan with a
number of component options (to date, all correspondence and discussions are protected by attorney/client
privilege because, ultimately, litigation may be the County’s only solution).

In the effort to avert the repayment of up to $312,000 in grant funds which could be disallowed by the
Michigan Economic Development Corporation (MEDC) and/or the Department of Housing and Urban
Development (HUD) (at this point, it is considered a questioned cost), the County has publicly taken the
following action:



continued to work with the DEQ in order to identify options for resolving the wetlands
issues in order to ensure the success of all components of the project.

The County is requesting that HUD agree to extend the timeframe for amending the
definition of the Project to delete the component of the Project that could result in the
declaration of a failed Project. The request is to extend the timeframe from June 1, 2007
to January 1, 2008.

As an alternative to the second item described above, the County is requesting that the
MEDC and HUD consider a different amendment to the definition of the Project. By
redefining the portion of the total Project that is in question, it would significantly reduce
the portion of the grant to be reimbursed from $312,000 to less than $20,000.

Respectfully Submitted: .

wt &

Paul E. Inglis
Oceana County Administrator/Fiscal Officer
June 28, 2007
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June 18, 2007

Board of Commissioners
Oceana County
Hart, Michigan

We have audited the financial statements of the primary government of Oceana County, Michigan for the
year ended December 31, 2006, and have issued our report thereon dated June 18, 2007. Professional
standards require that we provide you with the following information related to our audit.

Our Responsibility under Generally Accepted Auditing Standards

As stated in our engagement proposal our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial statements
are free of material misstatement and are fairly presented in accordance with accounting principles
generally accepted in the United States of America. Because an audit is designed to provide reasonable,
but not absolute assurance and because we did not perform a detailed examination of all transactions,
there is a risk that material errors, fraud, or illegal acts may exist and not be detected by us.

In planning and performing our audit, we considered Oceana County’s internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. We also
considered internal control over compliance with requirements that could have a direct and material effect
on a major federal program in order to determine our auditing procedures for the purpose of expressing
our opinion on compliance and fo test and report on internal control over compliance in accordance with
OMB Circular A-133.

As part of obtaining reasonable assurance about whether Oceana County’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. Hover, providing an opinion on compliance with those
provisions was not an objective of our audit. Also, in accordance with OMB Circular A-133, we examined,
on a test basis, evidence about the County’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement applicable to each of its major federal
programs for the purpose of expressing an opinion on the County’s compliance with those requirements.
While our audit provides a reasonable basis for our opinion, it does not provide a legal determination on
the County's compliance with those requirements.

: e 2 Fr . "
WE‘Lzhg & JURASEL&? P.C. Phone Number: (317) 788-8660
2)4) Spring Arbor Road Fax Number: (517) 788-9872
Suite 200 E-Mail: willistwillispc.com

Jackson. MI 49203-3690 Web site: wwwwillispc.com
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Our Responsibility under Generally Accepted Auditing Standards (Continued)

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the County’s compliance with certain provisions of laws, regulations,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used by
the County are described in Note 1 to the financial statements. No new accounting policies were adopted
and no other applications of existing policies were changed during the current year. We noted no
transactions entered into by the County during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. There were no material estimates recorded in the current year.

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
procedures. An audit adjustment may or may not indicate matters that could have a significant effect on
the County’s financial reporting process (that is, cause future financial statements to be materially
misstated). We made adjusting journal entries for the year ended December 31, 2006, some which had a
material affect on the balances in the General Fund and the Revenue Sharing Fund.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor’s report. We are pleased to report that
no such disagreements arose during the course of our audit.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. |f a consultation involves application
of an accounting principle to the governmental unit’s financial statements or a determination of the type of
auditor’s opinion that may be expressed on those statements, our professional standards require the
consulting accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.



Board of Commissioners
Oceana County

Hart, Michigan

Page 3

issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the County’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

This information is intended solely for the use of the Board of Commissioners and management of Ocean
County and is not intended to be and should not be used by anyone other than these specified parties.

We would like to thank the County and its staff for the cooperation extended to us during our audit and
would be happy to discuss any of the comments in detail if you so desire.

Very truly yours,

vl 8 T weak Ao

Willis & Jurasek, P.C.



